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The Role of the XBRL Standard in Optimizing 
the Financial Reporting  
Grosu V., Hlaciuc E., Iancu E.,Petris R., Socoliuc M.  
Abstract— When the financial information is difficult to produce, interpret, compare and analyze, we are put in 
the situation to face inconvenient consequences with negative repercussions, such as: the investor can give up the 
investment (with negative consequences on the risk equity market), the banks may not give loans, an auditor may 
not consider the financial statements as being credible etc. 
These facts allow the introduction of this paper’s main objective, the eXtensible Business Reporting Language 
(XBRL) which is an open standard, independent and international for the treatments, opportunity, correctness, ef-
ficiency and minor costs of the financial and economical information. The XBRL will be analyzed in the second 
part of the paper, the history of this electronic communication language will be described, as there will also be de-
scribed the promoting organizations, the base technology (the WEB and XML architecture which will be the next 
stage of the internet programming), and the role it has within the chain of reporting between the XBRL consor-
tium and the international accounting organizations IASB-CI. This taxonomy serves clearly every accounting and 
extra- accounting information made by the company. This information which is treated in present by resorting to 
various formats or structures (most times incompatible between them and the owners) will be standardized with 
the XBRL. 
Keywords: eXtensible Business Reporting Language, XML, economical- financial communication standard. 
——————————      —————————— 
1 INTRODUCTION
Short history regarding the actual IAS/ IFRS 
configuration 
 
According to the economical theory, the demand 
for accounting information comes from the economical 
asymmetry and the way the existing conflicts between the 
entity’s management and the extern investors are solved 
(Hedy and Palepu, 2001). The financial statements and 
their reporting are placed among the most important 
available to the board of the company to communicate 
with the investors. On the developed financial markets, in 
order to consolidate the credibility of the information 
supplied by the managers third parties are implied, such 
as: legislative organizations, the Setters standards, audi-
tors, information intermediates (financial analysts and the 
rating companies). 
Nevertheless, the credibility of the supplied in-
formation is not enough, these having also to be relevant, 
that is to be useful to the investor in making the decision 
to invest, or in choosing the portfolio structure. One of its 
objectives is to show that the publishing of the financial 
statements can offer new relevant information to the in-
vestors. The quality characteristics of the financial and 
economical information vary with the characteristics of 
the entities and the origin country (Collins and Kothari 
1989, Alford and coat. 1993, Ball and coat. 2000). From the 
second half of the 80, among the science people of the 
financial and economical environment and its operators, 
has been spread the feeling of dissatisfaction regarding 
the capacity of the existent accounting policies and of the 
traditional accounting criteria to supply relevant informa-
tion, not surprisingly being the fact that the accounting 
systems have evolved in parallel with the development of 
the economical systems. Several studies have shown a 
decline in the capacity of the profit or other accounting 
jobs in explaining the economical performance of the enti-
ty. The analysis of Chang (1999) Leo and Zarawin (1999), 
all reported to the economical and financial reality of the 
USA, show that the relation between the shares’ value 
and profit, as that of the shares’ prices, profit and “book 
values” has wakened in time. Partial results were also 
obtained by Francis and Schipper (1999) which, one on 
hand, tried to study the loss of profit relevance in explain-
ing the shareholders’ income, and on the other side sus-
tain that the explicative power of the “book value” com-
pared to the market value has not suffered deteriorations 
along the studied period (1952- 1994), but in contrary it 
seems to have raised. The mentioned researches belong to 
the economical literature domain which studies “the val-
ue of the financial and economical information relev-
ance”- contained in the financial statements and, in gen-
eral, the relations between the capital market and the ac-
counting information. 
The mentioned papers practically aim to deter-
mine the content of the information that results of the 
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accounting data, so observing the variables as: share price 
variation, price volatility variation and transacted volume 
variation, in a period of time, centered around the data at 
which the information is published for the for the first 
time. The result of these tests lead to checking the effi-
ciency degree of the information on the financial market, 
on a perfect market, the prices are adjusted instantly and 
completely as the new information appears, so that the 
market values are influenced by the data releases only on 
a short period of time. The first contribution in the do-
main is attributed, not randomly, to Fama and coauthors 
(1969), which analyze the adjustment process of the 
shares’ prices tightly connected to the spreading of the 
new information. Fama’s work is also important from a 
methodological point of view, because it establishes the 
bases of the analysis called “case study”. These analyses 
and studies are destined to test the significant statistic 
reactions, on the financial markets, and also signal the 
appearance of any event that may influence the market 
value of a company. In general terms, the case studies are 
an important investigation instrument in analyzing the 
efficiency of the financial markets, the base idea which 
highlights this analysis type is that persistent and syste-
matic income are not compatible to the hypothesis that 
the markets are efficient from the management informa-
tion point of view, regarding to the behavior of the man-
agers and shareholders. The special literature regarding 
case studies is impressive, under the methodological 
points of view but also the empirical one. In what regards 
the methodology, the researches made on this theme are 
very advanced, so that for the economical literature can 
be easily affirmed that “knowing how to do is known for a 
long time - and not how not to do- a case study” (Kothari 
and Warner, 2005). Relevant methodological contribu-
tions are also made by Peterson (1989), Armitage (1995) 
and McWilliams and Siegel (1997), while the empirical 
studies were mainly focused on cross-section type inves-
tigations and historical analysis. 
In the cross-section studies, the objective of the 
research is almost always to analyze if the expected value, 
afferent to a spread of the income obtained over the enti-
ty’s expectation (income that do not comply with the ones 
that should result from the market strengths’ function-
ing), is different to the earning distribution stipulated by 
a theoretical model and nevertheless to verify of the em-
pirical and theoretical distributions present different data 
compared to the initial statistics. The literature part and 
the case studies that connect directly to the present paper 
refer to the evaluation of the accounting policies changes 
consequences. In this regard, a lot of the research theme 
focus their attention to the motives for which changes 
should be made for the existing regulations, more than 
the “previous” and “after” analysis of these changes’ con-
sequences. On the other hand, the development of the 
financial markets and the increase of the entities’ organi-
zational structures complexity make more and more ne-
cessary the existence of studies that are capable to eva-
luate the effect of the changes in the data revealing sys-
tems regarding the entity’s management activity. From 
this point of view, adopting the new IFRS by all the listed 
entities, in a series of countries, certainly is a great oppor-
tunity to make a case study whose relevance is to lead 
also to considerations that the present researches, regard-
ing the accounting policies modifications, could not have 
studied a more important phenomenon such as this one 
is. In the existent literature, we can find studies (Ball 1972, 
Drahan 1993) that examine the individual effects, changes 
of principles or criteria such as modifications in the stock 
evaluation methods, changes in the computing methods 
of the debts to the employees or to the depreciation me-
thods. The investors’ sensibility analysis and of various 
accounting treatments were developed by Bartov and 
coauthors (2002) regarding German companies, by Anuer 
(1996) and Caramanolis- Cotelli and coauthors (1999) re-
garding the Swiss companies; in the mentioned countries, 
it is already possible to observe the entities that make fi-
nancial statements according to various standards: na-
tional standards or accounting norms, European direc-
tives or the IAS/IFRS. The results of the researches ob-
tained by present times show a greater relevance, to the 
investors, for the information made under the IAS/IFRS 
compared to the national accounting standards. 
- The previous results are complying with the EU 
premises that, by adopting the IAS/IFRS, highlight the 
promoting of an explicit system, focused on the investors’ 
information needs, according to the USA model and the 
Anglo-Saxon one. There are, still, some aspects of the 
IAS/IFRS that continue to be the subject of an intense 
debate (and critic) on behalf of the professionals, both in 
Europe and in the USA. Doubts regarding the Continental 
Europe economical entities’ capacity to quickly adapt to 
the market demands were detailed by numerous authors, 
some of them foreseeing, at least for a short term, a dis-
orientation period and even a diminution of transparence 
and result comparison, until the companies will have 
passed the initial phase (Sittle, 2004). Focusing on the 
IFRS, whose implementation and appliance have raised 
the biggest difficulties, we will especially study the IAS32, 
IAS39, IFRS4, IAS41 and the IFRS3. Regarding the IAS32 
and the IAS39, the newest information refer to the notion 
of “fair value” for all the financial instruments, but also 
the remarkable expansion of the evaluation criterion for 
the fair value of the assets and liabilities of the financial 
statements. These changes or modifications were pre-
ceded and accompanied by an intense debate regarding 
the relevance of the information supplied by the fair val-
ue criterion, compared to the alternative criterion of the 
historical cost and the problems these two different eval-
uation methods bring, regarding the reliability of the 
evaluation’s result (trade-off between relevance and re-
liability). Studies regarding the opportunity of the fair 
value are pretty numerous, we will only quote from the 
contributions of Barley and Hadadd (2003) and Chotorou, 
for which we can strongly affirm that represent a “mas-
terwork” of this subject. Empirically speaking, the great-
est part of the existent research on this theme refer to the 
USA experience, because in the economical and financial 
reality of the USA, the accounting norms have anticipated 
a few years ago the rules introduced by the IAS (SFAS107 
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and 115 regarding information rights and SFAS133 re-
garding the evaluation criteria), but these studies do not 
reach the same conclusions (Barth, 1993 and Barth and 
coauthors 1996) getting results in favor of the “relevance 
value” of the fair value criterion instead of the historical 
cost’s. A different aspect have the conclusions of Nelson 
(1996), which state that the information on the “fair val-
ue” supplied by the appliance of the SFAS107 do not have 
a superior informing capacity compared to the input val-
ues in explaining the values assumed by the share prices. 
More convincing are the conclusions of Eccher and coau-
thors (1996), according to which the fair value of the port-
folio titles has a significant capacity to explain the values 
observed by the share prices, whereas between the fair 
value of other assets and liabilities and the market value 
of the equity there would be no significant statistic rela-
tion. In a more recent study made by Khurana and Kim 
(2003), there has been found no proof to highlight or 
demonstrate a greater capacity of the fair value compared 
to the log value in explaining the market values, the study 
being made on a bigger sample of banks. The research 
activity dedicated to the problems brought by the actual 
IAS/IFRS configuration is relatively underdeveloped, 
(the up-to-date degree of the theme must be taken into 
consideration)- Gabriel Hernandez (2003) criticizing the 
structure of the SFAS133, and especially the accounting 
norms regarding hedge accounting (which are almost 
similar to the IAS39). These authors manifest their discon-
tent to the norms that regulate hedge accounting in the 
IAS39, fact proven by numerous professional associa-
tions. Another aspect worthy of highlighting is the great 
complexity of the IAS39, especially in what regards the 
accounting treatment of the derived financial instruments 
(including the ones incorporated in other financial assets). 
The USA experience offers significant warnings, worthy 
to take into consideration, once with the appliance of the 
SFAS133 in December 2004, the FASB having to confront 
more than 183 “implementation problems”. 
 
XBRL- the new economical- financial communication 
standard 
 
XBRL (eXtensible Business Reporting Language) is an 
open data standard for financial reporting. XBRL allows 
information modeling and the expression of semantic 
meaning commonly required in business reporting. XBRL 
is XML-based. It uses the XML syntax and related XML 
technologies such as XML Schema, XLink, XPath, and 
Namespaces to articulate this semantic meaning. One use 
of XBRL is to define and exchange financial information, 
such as a financial statement. The XBRL Specification is 
developed and published by XBRL International, Inc. 
(XII). XBRL is a standards-based way to communicate 
business and financial information. These communica-
tions are defined by metadata set out in taxonomies. Tax-
onomies capture the definition of individual reporting 
concepts as well as the relationships between concepts 
and other semantic meaning. 
XBRLS is a simplified application profile of this standard 
intended to enable the non-XBRL expert to create both 
XBRL metadata and XBRL reports in a simple and conve-
nient manner. At the same time, it seeks to improve the 
usability of XBRL, the interoperability among XBRL-
based solutions and to reduce software development 
costs. 
A wiki repository of XBRL projects is available to be free-
ly explored and updated. 
In typical usage, XBRL consists of an instance document, 
containing primarily the business facts being reported, 
and a collection of taxonomies (called a Discoverable 
Taxonomy Set (DTS)), which define metadata about these 
facts, such as what the facts mean and how they relate to 
one another. XBRL uses XML Schema, XLink, and XPoin-
ter standards. 
The instance document begins with the <xbrl> root ele-
ment. There may be more than one XBRL instance em-
bedded in a larger XML document. The XBRL instance 
document itself holds the following information: 
 Business Facts – facts can be divided into two 
categories  
o Items are facts holding a single value. 
They are represented by a single XML 
element with the value as its content.  
o Tuples are facts holding multiple values. 
They are represented by a single XML 
element containing nested Items or 
Tuples.  
 
In the design of XBRL, all Item facts must be assigned a 
context. 
 
 Contexts define the entity (e.g. company or indi-
vidual) to which the fact applies, the period of 
time the fact is relevant, and an optional scenario. 
Date and time information appearing in the pe-
riod element must conform to ISO 8601. Scena-
rios provide further contextual information about 
the facts, such as whether the business values re-
ported are actual, projected, or budgeted.  
 Units define the units used by numeric or frac-
tional facts within the document, such as USD, 
shares. XBRL allows more complex units to be 
defined if necessary. Facts of a monetary nature 
must use a unit from the ISO 4217 namespace.  
 Footnotes use XLink to associate one or more 
facts with some content.  
 References to taxonomies, typically through 
schema references. It is also possible to link di-
rectly to a linkbase.  
 
In Romania, the financial statements are made on 
paper forms, using MS programs which don’t respect an 
electronic format standard, are put on flexible disks- al-
though there aren’t made laptops or desktops with read-
ing/ writing units for these disks, and use morally- used 
data bases (DBF).  
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Romania’s join to the EU makes necessary adopt-
ing a common language of financial-economical report-
ing, the XBRL (eXtended Business Reporting Language). 
The financial statements, balance sheets and 
profit and loss account must be formatted according to a 
world standard. Therefore, each country elaborates its 
own taxonomy respecting the international standards. 
Adopting the XBRL in Romania should drastical-
ly reduce costs of collecting and validating information 
from reporting, converting, disseminating and exchang-
ing data. 
Among the main beneficiaries of the XBRL adop-
tion are: the Romanian Government, the Ministry of Fin-
ances, Intermediate agencies and organization of Euro-
pean funds’ management, the Romanian Organization of 
Accounting experts and Authorized Accountants, the 
Romanian Chamber of Auditors, the local Romanian fi-
nancial administration, the financial banking system and 
the Romanian commercial companies. 
 
 
Source: 
http://www.iasb.org/NR/rdonlyres/95D8BAE9-24A1-40D1-
A6B1-46F1B9F32436/0/IFRSTaxonomyGuide100080828.pdf 
 
How does the XBRL confront the financial reporting 
probelms? 
 
 
 
 
 
 
 
 
 
 
 
 
-  XBRL needs no license; 
-  XBRL International is neuter and independent; 
-  the greatest part of the ERP is already malleable ; 
- XBRL is adopted and implemented in the whole world; 
 
CONCLUSIONS 
 
The economical-financial communication of the 
companies continues to be characterized by an unsatisfy-
ing level of content standardization or by a significant 
quantity written on paper, which leads to a real discom-
fort for the economical operators and the national system 
as an assembly. Surpassing these critical aspects can be 
eased by enterprising initiatives which to stimulate af-
firming the reference taxonomy and the technological 
standards, promoting in the same time investments, aim-
ing to limit the use of paper. The available technology is 
capable to favor the modernization of financial reporting 
making, and ease these ones’ management both in the 
definition stage of the structures and also in the change 
and distribution stage. For this, a first protagonist role, on 
the international scene, is held by the XBRL standard (eX-
tensible Business Reporting Language)- a language for 
the electronic communication of the financial information, 
lead by an international consortium, present in 18 coun-
tries by national jurisdiction, but in which our country 
does not yet participate. 
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With XBRL 
 Universal format 
 Easy access 
 Comparable con-
cepts 
 One by one com-
parison 
 Independent 
comparison 
 
Without XBRL 
 Spaghetti model 
 Multiple access 
  Disagreement 
apparition risk 
 Incomparability 
 ERP heterogenei-
ty  
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